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INTERSTATE COMMERCE COMMISSION

PRINCETON BANK
Broadway and Market Street
Post Office Box 310
Camden. New Jersey 08101
(609) 757-4000

5-281AG71

October 4, 1985 OCT8 B88

.- $ ..

_'C .Washington, D.
I.C.C.
12th Street and Constitution Avenue, N.W.
Washington, D.C. 20423

Re: Eastern Railway Supplies
Inc.

Attention: Mildred Lee, Roan 2303

Enclosed please find wo (2) Original Notes and Security
Agreements and Two (2) copies of notes and Security Agreements
for recording of lien along with our check in the amount of
$40.00 to cover the recording cost on the captioned account.

Kindly return your acknowledgesnent in the enclosed self
addressed envelope.

Very truly yours, /

Charlotte M. Todd
Cormsrcial" Loan Department

CMT
enclosure
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 TH|S AGREEIVIEMT

Eastern Railway Supplies, Inc

SECURITY AGREEMENT
(Inventory To Be Leased)

PRINCETON
BANK

. day of September . 19
85

of .

(Narr-es of all Debtors;

1005 Indian Church Road, West Seneca, Erie, Hew Tork 14224
'Street an'i Niirptii-r,

corporation
(rcrcoralior ;artnersl-ip'prcpnetorsnipi

iC tyi (County)

organized and existing under the laws of the State of _

(Staiei

Hew York
(Zip Code)

(herein whether one or more persons, jointly and severally obligated and called "Debtor"), and PRINCETON BANK, a banking association with an office at 76 Nassau Street,
Princeton New Jersey 08542 (herein called 'Bank"), the address at which information concerning Bank's security interests hereunder may be obtained.

1. THE COLLATERAL
FOR VALUE RECEIVED AND IN CONSIDERATION OF S1 00 THE RECEIPT OF

WHICH IS HEREBY ACKNOWLEDGED as security for the promat payment and
performance of all Ob-ganons (as defined n Paragraph 2 be'owj. Debtor hereby
grants and conveys to BanK a continuing secjnty interest in ana lien upon

1 1 All ol Deblo' s Inventory, as that term is now or hereafter defined in the
New Jersey U;ntor.Ti Corrmercia Code N J S A 12A 1-101 et seq (called
Ine UCC' i which is now or nereafte' owned or possessed ay Debtor and
wh ch is purch>i!>ed or 'o be ourchaseo by Deblo' with the proceeds of loans
'rom Bank for the p.irpose o' being eased to customers of Debtor in 'he
nsrr-a couise of Debtors ousmess anc whicn Inventory is rrore aarticu arly
described on a' Schedule lor Schedules) o' Inventory' wh.ch is nowor later
aopended nereto as Exhibitisi 'A . and which mcljces Inventory which
ZJebic" -ias so Isaied Inventory retu-ned to Debtor or repossessed by
Dobtcr following a lease thereof by Debtor anc Documents ol Ti'le (as that
lerrr is (Iff n«cj in "he LCCJ or Certificates of Title or O'igin and the
Inven-ory :ep'espnted 'hereby.

t 2 All Accounts Chattel Paper, Cortract Riq.nts and Instruments (as those
trrn-s aredelined ntheUCCi now owned or hereafle'acquirec by Debtor
wnethernowe«isl ngor^erealte-ai sing which result from "he lease, rental.
oi sale ol Irwcn'or/ all guaranties, suret es anc encorsemen's thereo', all
st..11 'y or rollavai held onaken by Debtor to secure the payment and<cr
satisfaction of Accoums. Chattel Paper Contract Rights or Instruments,
including any returned or repossessed Inventory, ana all of such Inventory
surrenderee to Debtor at the end of any lease or rental term.

'3 A -igh's n co'inec'ion witn'he'esiCLo value ol such Inventory which is
leased, ren'ec io.d. or otnerw.sf deposed ol. mcljomg bit not linted to
tne proceeds c* any th.rd pa'tys option to purchase sjch Inventory, and

1 4 Al. property ot Deblo'O' any of them *hich a' any time 3an< shall have nits
posse ssion cr wh icn is in transi* to it. and any balance or share belonging to
Dpbtor Of rfny ol Iheoi o' any deposi*. agency, 'rust, escrow or other
accojn' 3f accounts W'th Bank and any other amounts wh ch ~iay be owing
from timr to line by Bank to Debtor or any of them, which lien and security
merest s>ral oe nopenden' ol any riqnt of set off which Bank may have

including al. replacements and substitutions of all O' any of the foregoing, as well as
add lions equ.pir.cnt. accessions, acrpsso'ics. ard parts and goods insta'led in
attacncd dPd'Oraddud lo'ne pi operty describee nil of Debtors rights in ease, rental
sa>e o- consignment agreements and othe' agreements arising out of o- relating to
Debtor s lease, rental, sale or consignment or other disposit'on of the said property or
any portion thereof all insurance on any of such property and all proceeds of such
insurance anc ail cash and non-cash proceeds of all of the foregoing All of the
properly described in this Paragraph 1 is hereinafter co'lccdvely called the
•Collateral-

2. OBLIGATIONS SECURED
The Collateral secures all of the 'ollowing

2.1 The liabilities of Debtor to Ban* evidenced by one 01 mure no'es executed
on cr ab'jut the date hereof *ogether witn any interest thereon at the rates
speeded liernin and any renewals extensions, replacements or
modifications thereof and such other lutu-e loans and extensions of credit
evidenced by one or more notes lall such notes whether executed on or
aboul the dale hereof or in the 'ulure are called the' Note(s)") as Debtor may
Ircmtrne'.ol me request upon the secLnty of the Collateral and which Bank
may elect lo make Such loans and extensions of credit may be made by
Bann throughtheadvanceo'funds.the purchase acceptance or payment o*
drafts or any o'her methoo of extending credit and upon such terms and
conditions as are agreed to by the panes Irom time to time When any loan
or extension of credit is no: evidenced by the Note(s). it shall be evidenced
by the Bank s books and records which, upon notice to Debtor thereof to
which no objection is made within five (5) days, shall be deemed conclusive
and irrebutlable evidence thereof, and the rale of interest thereon shall be
the rate then charged by the Bank on the Note(s)

2 2 The liabilities of Debtor to Bank arising out of other and future loans and/or
advances, if any. made by Bank to Debtor or any of (hem

2 3 All other existing and future liabilities and obligations of Debtor or any of
them <o Bank, whether absolute or contingent, direct or indirect, of any
nature whatsoever and out of whatever transactions arising

CLD-6( 10/84)

2 4 Full and complete performance by Debtor of the Warranties, Represen-
tations and Agreements hereip set forth and all warranties, representations
and agreements set forth in any documents executed and/or delivered in
conjunction herewith

2 5 Performance by Debtor of all warranties, representations and agreements
set forth in the Motels), m the documents evidencing the liabilities specified
in Subparagraphs 2 1 . 2 2 and. or 2 3 above, and in any documents
executec and.'or delivered in conjunction with any ol the foregoing

26 The cost of curing any Event of Defau t hereunder which Bank elects to cure.
All of the foregoing liabilities and obligations are hereinafter collectively referred to as
the ' Obligations" The security interests g'an:ed herein shall continue in full force
and ef'ect until all ol the Obligations have been satisfied in full

3. WARRANTIES. REPRESENTATIONS AND AGREEMENTS
To induce Bank to enter nto this Agreement, Debtor warrants represents and

agrees and jntn all the Obligations have been satis'ied in full continues *o warrant,
represent anc agree as 'ollows

3 1 Deblo' will execute immediately upon Bank's request such UCC financing
staterenls. lease assignment forms, lessee notifications. Account Debtor
l*hich is nerein defmec as any and all persons obligated as makers,
endorsers, guarantors or sureties on any Account, Contract Right Chattel
Paper or lnstrun~en<) notifications and other documents as are deemed
necessary or desirable in Bank s sole judgment to perfect and maintain
perfected the hens and security interests granted herein Debtor hereby
appoints Bank, its officers employees and agents, as Debtor's attorney-in-
tact, at Bank's option and at Debtor s expense in Debtor s or Bank's name, to
co all acts and things which Ban* deems necessary or desirable to perfect
and maintain per'ected the hens and security interests created herein and to
protect the Collateral

32 I' the Collateral includes any property for which a Document or Certificate of
T tie is issuable. Debtor will submit to Bank an appropriate Document or
Cert'ficate of Title for such Collateral, within three (3) days after Debtor
obtains possession of such Co. lateral and Debtor will cause a notation of the
lien and security interest granted to Bank herein to be made and noted on
such Document or Certificate of Tit'e at Debtor's sole expanse If no such
Document or Certificate of Title has been issued for such Collateral, Debtor
will fi.e all documents necessary to obtain such a Document or Certificate of
Title within three (3) days ol Debtor's obtaining possession of such
Collateral and will cause a notation of the lien and security interest of Bank
granted herein to be noted thereon

33 If the Collateral or any part of the Collateral is purchased or to be purchased
by Debtor with the proceeds of any of the Obligations. Debtor will join with
Bank m executing all notices and other documents necessary to enable
Bank to obtain a Purchase Money Security Interest ot first priority in such
Collateral

3 4 The Debtor s principal place of business and the place where Debtor keeps
the Collateral and its Books and Records (as defined m Subparagraph 3 5
below) relating to its Inventory Accounts. Contract Rights. Chattel Paper
and Instruments >s the address slated after the name ot Debtor above or, if
different at

Eastern Railway Supplies,c/o Aduas & Becker

122 East 42tKi St., Boo« 4005, Hew York,H.T.
(otner address in ful including county and State) - _« .«

Debtor will immediately advise Bank in writing of any change in any of
Debtor's place) s) of business, the opening of any new or additional place(s)
of business and the locations of all places wherein Debtor keeps Debtor's
Books and Records.

3 5 Debtor shall keep complete and accurate Books and Records (as used
herein, the term 'Books and Records" shall be defined to include all of
Debtor's books of original and final entry including computer programs,
software, stored material and data banks associated with or arising out of
Debtor's business, operations and'or record keeping) and make all
necessary entries therein to.reflect the transactions and facts giving rise to



its Inventory, Accounts, Contract Rights, Chattel Paper and Instruments and
all, payments, credits and adjustments applicable thereto Debtor agrees to
mark its Books and Records in such fashion as to indicate the security
interests granted to Bank herein Debtor shall permit Bank, its officers,
employees and agents, to have access to all of Debtor's Books and Records
and any other records pertaining to Debtor's business which Bank may
request and shall cause all persons including computer service bureaus,
bookkeeping services, accountants and the like, to make all such Books and
Records in their possession available to Bank, its officers, employees and
agents and, if deemed necessary by Bank in Bank's sole discretion, permit
Bank, its officers, employees and agents, to remove the Books and Records
from Debtor's place of business or any other place where they may be found
for the purposes of examining, auditing and/or reproducing the same Any
of Debtor's Books and Records so removed by Bank shall be returned to
Debtor by Bank when Bank shall have completed its examination, audit
and/or reproduction thereof Bank's right to take possession of Debtor's
Books and Records pertaining to Debtor's Inventory, Accounts, Contract
Rights, Chattel Paper and Instruments shall be enforceable at law by action
of replevin or by any other appropriate remedy at law or in equity.

3.6. If any of Debtor's Accounts or Contract Rights arises out of a contract with
the United States or any department, agency or instrumentality thereof.
Debtor will immediately notify Bank thereof in writing and execute any and
all instruments and take any and all steps required by Bank, in Bank's sole
discretion, in order that the security interests of Bank hereunder in Debtor's
Contract Rights under such contract and in all Accounts arising thereunder,
and in the proceeds thereof, shall-be protected under the provisions of the
Federal Assignment of Claims Act

3 7 If any of the Debtor's Accounts or Contract Rights is or becomes evidenced
by a promissory note, trade acceptance or any other negotiable or non-
negotiable instrument for the payment of money, Debtor will promptly
deliver such instrument to Bank appropriately endorsed to Bank's order
Regardless of the form of such endorsement. Debtor hereby waives
presentment, demand, dishonor, notice of dishonor, protest and notice of
protest and all other notices with respect thereto.

3.8. Bank shall have the right at any time, whether prior to, upon or after the
occurrence of any Event of Default, to take possession of Debtor's Inventory
and Debtor hereby irrevocably assigns to Bank its right of stoppage in transit
with respect to any Inventory, which right shall be paramount to Debtor's All
costs of transportation, packing, storage and insurance of any Inventory that
Bank may take into its possession shall be promptly repaid to Bank by
Debtor on demand, together with interest thereon at the highest rate of
interest being charged to Debtor by Bank on any of the Obligations at the
time of advancement of such costs by Bank

3.9 Debtor shall immediately notify Bank of any event causing deterioration,
loss or depreciation in value of any of Debtor's Inventory and the amount of
such loss or depreciation Debtor shall permit Bank, its officers, employees
and agents, to have access to its Inventory at any time and from time to time,
as and when requested by Bank, for the purposes of examination, inspection
and appraisal thereof and verification of Debtor's Books and Records
pertaining thereto

310 If any of Debtor's Inventory or any of its Books and Records concerning its
Inventory, Chattel Paper, Contract Rights. Accounts or Instruments are at
any time to be located on premises leased by Debtor or on premises owned
by Debtor subject to a mortgage or other hen, Debtor shall obtain and deliver
or cause to be delivered to Bank, prior to delivery of any Inventory or Books
and Records concerning Inventory, Chattel Paper, Contract Rights,
Accounts or Instruments to said premises, an agreement, in form and
substance satisfactory to Bank, waiving the landlord's, mortgagee's or
henholder's rights to enforce any claim against Debtor for monies due under
the landlord's lien, mortgagee's mortgage, or other hen by levy of distraint,
or other similar proceeding against the Collateral or Debtor's Books and
Records and assuring Bank's ability to have access to the Collateral and
Debtor's Books and Records in order to exercise Bank's rights to take
possession thereof and to remove them from such premises.

311 Debtor has or will acquire absolute good and marketable title to the
Collateral free and clear of all hens, encumbrances and security interests
except the security interests granted to Bank hereunder and other rights, if
any, of Bank, and Debtor will defend the Collateral against the claims and
demands of all persons except Bank All Chattel Paper. Contract Rights,
Accounts and Instruments included in the Collateral arose in the ordinary
course of Debtor's business and are not subject to any defense, set-off or
counterclaim Debtor will promptly notify Bank in writing if there is any
change in the status or physical condition of any Collateral or in the ability or
willingness of any Account Debtor to pay or preserve the Collateral, or if any
defense, set-off or counterclaim is asserted by any Account Debtor, or if any
Collateral is returned by an Account Debtor to Debtor for any reason Debtor
agrees not to return any Inventory to the supplier thereof without obtaining
Bank's prior written consent

3.12. Debtor will, at its sole cost and expense, preservetheCollateral and Debtor's
rights against Account Debtors free and clear of all liens and encumbrances
except those created pursuant hereto Debtor will not grant to anyone other
than Bank any hen upon or security interest in the Collateral nor allow any
person other than Bank to obtain a lien or levy upon the Collateral and at
Debtor's sole expense Debtor will keep the Collateral in good condition and
repair at all times

3 13 Debtor will.keep Itself and the Collateral insured against all hazards in such
amounts and bjr such' insur'ers.las are satisfactory_to Bank, with insurance
policies which provide for at least 'teri'(10)'day's'.'prjbKnptice to Bank of any
cancellation--^ .reduction in^ coverage Debtor will cause Bank's security
interests to be endorsed on alkpolicies of insurance thereon in such manner

*'• "•- •_ •:• .M:J

that all payments for losses will be paid to Bank as loss payeeand will furnish
Bank with evidence of such insurance and endorsements Debtor will keep
such insurance in full force and effect at all times. In the event that Debtor
fails to pay any such insurance premiums when due, Bank may, but is not
required to, pay such premiums and add the costs thereof to the amounts
due Bank by Debtor under the Obligations Debtor hereby agrees to pay
such premiums to Bank with interest at the highest rate of interest being
charged to Debtor by Bank on any of the Obligations at the time of payment
of such premiums by Bank. Debtor hereby assigns to Bank any returned or
unearned premiums which may be due upon cancellation of any such
policies for any reason whatsoever and directs the insurers to pay Bank any
amounts so due

3 14 Debtor will permit Bank to inspect and audit the Collateral at any time and
from time to time and Debtor will pay the expenses of. and reasonable fees
for. such inspections and audits upon Bank's request

3.15 Debtor warrants that the Collateral is and will-be used for the sole purpose of
conducting Debtor's business.

3 16. Debtor is duly organized, validly existing and in good standing under the
laws of the State shown above, has the power and authority to make and
perform this Agreement, and is duly qualified in all jurisdictions in which it
conducts business or where such qualification is required The execution,
delivery and performance of this Agreement, the Note(s), and all other
documents required hereunder or delivered in conjunction herewith have
been duly authorized by all requisitecorporateor partnership action and will
not violate any provision of law or regulation, or of the Articles of
Incorporation, By-Laws or Partnership Agreement of Debtor, or any
agreement, indenture or instrument to which Debtor is a party This
Agreement, the Note(s), and all documents evidencing the Obligations
hereunder, arising herefrom or related hereto, when executed and delivered
by Debtor will be legal, valid and binding obligations of Debtor, enforceable
against Debtor in accordance with their respective terms

3 17. No Event of Default (as this term is defined in Paragraph 9 below) has
occurred and no event has occurred which, with the passage of time, could
be an Event of Default hereunder

3 18 There are no suits at law on in equity or proceedings before any govern-
mental instrumentality now pending or, to the knowledge of Debtor,
threatened against Debtor or any surety, guarantor or endorser of the
Obligations, the adverse result of which would in any material respect affect
the property, finances or operations of Debtor, or such surety, guarantor or
endorser, or their ability to pay the Obligations Debtor hereby agrees to
promptly notify Bank in the event any suit, proceeding or investigation is
instituted or threatened against Debtor or any surety, guarantor or endorser
of the Obligations which would in any material respect affect the property,
operations or finances of Debtor or such surety, guarantor or endorser

3 19 At such intervals as Bank may require, Debtor shall submit to Bank (i)
financial statements, and (n) a schedule, in form and detail satisfactory to
Bank, reflecting the names and addresses of all of Debtor's lessees, renters,
and of all Account Debtors, together with the amounts due under all of its
outstanding leases, rental agreements. Accounts. Chattel Paper. Contract
Rights and Instruments Bank may also require Debtor to submit to Bank
copies of all invoices pertaining to any or all of such leases, rental
agreements. Accounts, Chattel Paper, Contract Rights and Instruments,
with evidence of the delivery of the goods, the sale, rental or leasing of which
have given rise to such amounts due. Debtor hereby agrees to notify all such
lessees, renters and Account Debtors, at Bank's request, to pay to Bank
directly all outstanding amounts due

4. LEASE, SALE OR LOSS OF INVENTORY
4 1 Debtor will hold the Inventory for the sole purposes of leasing or renting the

Inventory in the ordinary course of Debtor's business, and selling such
Inventory at or prior to the termination of such lease or rental agreements

4 2 Upon the sale of Inventory, whether at or prior to termination of the lease, for
cash or any cash equivalent, unless otherwise agreed in writing by Bank,
Debtor will immediately reduce the Obligations to Bank by an amount equal
to the greater of Debtor's (a) actual cost, (b) replacement cost, or (c) the sale
proceeds of the Inventory so sold

4 3 Immediately upon the loss, damage or destruction of any of the Inventory.
Debtor will deliver to Bank an amount equal to the greater of Debtor's (a)
actual cost, (b) replacement cost, or (c) the sale proceeds of the Inventory so
lost, damaged or destroyed, less the amount of any insurance proceeds
thereon collected and retained by Bank

4 4 Immediately upon the sale or, with Bank's prior written consent, the return of
Inventory to a trade supplier, whether for cash or credit, unless Bank
otherwise agrees in writing. Debtor will either (a) reduce the Obligations to
Bank by an amount equal to the greater of (i) the actual value of such
Inventory, or (n) the sale proceeds or amount of credit of the Inventory so
sold or returned, or (b) obtain a replacement item of Inventory of equal or
greater value which shall be subject to the hens and security interests
created hereunder

4 5 If any Account Debtor has been in default for more than ninety (90) days or
the Account, Chattel Paper, Contract Right or Instrument evidencing the
obligation of an Account Debtor is terminated, Debtor will immediately pay
to Bank an amount equal to the greater of (i) the actual value of such
Inventory, or (n) the sale proceeds or amount of credit of the Inventory so
sold or returned



5. INDEMNIFICATION
5 1 Debtor agrees to comply with all requirements of the Federal Truth In

Leasing Act ana Regulation M of the Board of Governors of the Federal
Reserve System drawn pursuant thereto Trade Regulation Ru es ol the
Federal Trade Commission, the Federal Fair Deot Collection Practices and
Fair Credit Reporting Acts the Pennsylvania Unfair Trade Practices and
Consumer Protection Law and a" other applicable Slate, Federal and local
laws, rules regulations and ordinances reguiatng the sale or lease of
Inventory »y Debtor ana at all limes to carry on its business in a lawful
manner

52 Debtor hereby agrees to inderrmfy defend and hold Ban* harmless from
and against all lability and claims asserted against Bank uy any person in
connection with (a) all Accounts. Cnattol Paper Contract Rights and
Instruments which result from the lease, rental or sale of Inventory (btany
alleged violation of any law, rule, regulation or ordinance oy Debtor CK Bank

'\n connection with this Agreement or any other agreement between Debtor
, / andrSank, (c)'any personal injury or damage to property suffered or alleged

____ to have been suffered by any person in connection with the lease, use,
• possessiort^ownersh'p and or disposition of any Invento'y. or (d| any claim

by any person arising o J' of Debtor's breacl of warranty or 'ailure to pe''orm
any of Dealer's obligators under any agreement with regard to the lease,

-' r rental sale or other'deposition of Inventory
5 3'Debtor lurf|wi.ag''ees lo 'eimburse Bani for all counsel lees and costs.

me1 uding court-costs, expended by Bark in corned ion with the foregoing
mdem'ni'icatian agreement

54 The provisions of this Paragraph 5 shall survive termination of this
Agreement

hereby ratif.es all that Bank may do by virtue hereof and agrees that its
liability to pay the Obligations shall not be affected thereby, except to the
extent that Bank receives payment therefore Bank may, at any time and
from time lo time, without notice to Debtor, notify any Account Debtor that
the Accojrt payable by such Account Debtor has been assigned to Bank
and is to be paid directly and solely to Bank At Bank's request. Debtor shall
promptly notify all Account Debtors and shall indicate on all billings and
statements to Accojnt Debtors that payments thereon are to be made solely
to Bar* "

8 2 Bank may at any time require Debtor to deliver to Bank within twenty-four
hours of the receipt thereof by Debtor in the form received all proceeds in
the form of cash checks, drafts, notes, money orders or other remittances
received in payment of or on account ol any of Debtor's Accounts which,
upon collection by Bank, shall be applied to reduce the Obligations in such
order as Bank, in its sole discretion, deems appropriate Prior to such
delivery Debtor will not commingle any such proceeds with any of Debtor's
funds or property, but will hold such proceeds separate and apart UPON AN
EXPRESS TRUST for the sole benefit of Bank All proceeds other than cash
shall be deposited with Bank in precisely the form in"which received, except
for the addi'ion thereto of the endorsement of Debtor when necessary to
permit collection of Instruments, which endorsement' Debtor agrees to
supply promptly

8 3 Witiout the express prior, written consent of Bank, Debtor shall not
compromise, discharge, extend the time 'or payment of or otherwise grant
ary inculgence or allowance with respect to any Account

8 4 Bank may, at any time and from time to time, send such verification forms,
make such calls or otherwise contact Account Debtors as are necessary or
desiraale. in Bank's soie discretion, to verify Accounts and the balancesdue
or Accounts

6. SIGNATORY AUTHORIZATION
DebtO' hereby appeals any ump oyep. officer or agent of Ban* as Debtor's *i jo

and lawfLl attorney-m-'act, with power
6 1 To sign ard endorse Ihe nair-e of Debtor upon any Motels), secur ty

agreement Schecu e of Inventory. UCC Financing Statement and
continuations thereof, ard any other instrument or document -squired ay
Bain to pe'fect and continue perfected the liens and security interests
granted to Bark nereunder o- other* se n connection with the Obligations
and all other notes, checks, drafts, rroney orders or other instruments o'
oayment or regarding a.sposi'ion or sale ol any Collateral which come nto
possession of Bank

6 2 To sign and endorse the name of Debtor upon any invoices fre'ghf or
express bills bit-s of lading, storage or warehouse receipts, drafts agamst or
Instruments in payment by all Account Debtors, assignments verifications
and notices in connection with Accounts.

6 3 To give written noticos in connection with Accounts
64 To receive all mail adc-essec to Debtor, to cpen all sjch mail, and -o

encorse Tne narre ol Doctor upon any ri'aft or chock wnn.h may bp payartle
to Debtor in payment of arising Irom or 'Plated :o the Collateral.

6 5 To give written notice to such o'fices ard officials c' the United States Post
Office lo ef'ect such changp or changes of address sc that all mail addressee
to Debtor may be delivered directi/ to Sann (all ma. not related to the
Obi.gallons or the Co lateral wi'l be returned to Debtor).

granting unlo said attorney ful power to do any and all things necessary to be dene
with 'espoct to Ihe above as 'ully and effectively as Debtor might or cculd do and
hereby tati'ying <dll its said attorney shall lawfully do or cause to be done by virtue
hereof Th'S power o' attorney snail be deemed *o Be coupled with an interest and
irrevocable unt all of Debtor's Ooligations to Bank are paid or performed in tj I

7. INVENTORY RISKS
Bank assumes no responsibility for the existence character quality, condition

value and/or delivery of any item of Inventory Debtor shall not be relieved of any of
'he Obhgat ons because any item cf Inventory fails toconfo-m to the manufacturer's
supplier s or Debtor s wdrranties or because any item ol Inventory may oe lost stolen,
destroyed or aarragfid Debtor will promptly notify Bank'of the loss theft or
destruction of any item of Inventory

8. COLLECTION OF ACCOUNTS
8 1 Bank hereby au'hcnzes Deotor to collect all Accounts from Account

Dealers Proceeds o' Accounts so collected oy Debtor snail be received and
held by Debtor IN TRUST for Bank and shall, at Banks discretion, be
deposited m a special 'C.ea-ance Account' maintained with Bank ano over
which Bank shall have the exclusive right of withdrawal Periodically, at
BarK s sole discretion, all or any part of tie collected proceeds in such
Clearance Account shall be paid to Debtor or applied by Bank to reduce tne
Obligations in such order as Bank, in its sole discretion, shall deem
appropriate The authority heresy given to Debtor to collect the proceeds uf
Accojnts in trust 'or Bank may be terminated by Bank at any tine within
Bank s sole discretion Bank shall have the right, but not the obligation, at
any time and from time to time- (a) to collect all or any part of Debtors
Accounts m Deotor s name, or in Bank s own name, as assignee hereundfr
(bt to sell, assign, compromise, discharge or extend the time lor payment of
any Account, (c) to institute legal action for the collection of any Account,
and id) lo do all acts and things necessary or incidental thereto and Debtor

9. EVENTS OF DEFAULT
Each ct the lorowng shall be an Event of Delau't' hereunder

9 1 ~he lailL'e of any Oblige' at any lime to observe or perform any of its
warranties, ^presentations or aqieements ccn'amed m this Agreement the
Nctctsi. the Obhgat ons or an/ other dccumcn* or Instrument related
thereto or arising therefrom (Ihe term 'Obligor."as used herein, shall
include the Debtor and all other persons liable either absolutely or
contingently, or the Obligations, including endorsers, sureties and
guarantorsi

9 2 it any signature, statement, warranty, representation or covenant made by
any Obligor he-em, or neretofore or hereafter, in any application exhibit,
statement, schedule, certificate or olher document executec or delivered
pursuant to or in connect on with tne Obligations was or is materially
incorrect, incomplete false or misleading

93 The fa^'ure of any Obligor lo furnish promptly to Bank such financial or other
in'ormation as Bann may reasonably request

9 4 The failure to pay the outstanding balance of tne Obligations and all accrued
interest the'eon to Bank as and when due in accordance with the terms and
provisions of the Note(sJ or the non-payment when due of any amount
payable on any u* Obligor's Obligations to Bank

9 5 The failure of any Obligor to observe or perform any agreement of any
nature whatsoever with Bank

96 If any Obligor Decomes insolvent or makes any assignment forthe benefit of
c-editcrs or if any petition is filed by or against any Obligor under any
provision o< any law or statute alleging that such Obligor is insolvent or
unable to pay debts as they mature

9 7 The entr/ of any judgment or lax lien against any Obligor which remains
unsatisfied for fifteen {15) days, or 'he issuing of any attachment or
garnishment against any property of Obligor, or the appointment of any
receiver, trustee, conservator or other court officer over the Obligor or any of
Ob'igor's property for any purpose or Ihe occurrence of any change in the
financial condition of Obligor, which, in Ihe sole judgment of Bank, ts
materially adverse.

9 8 The Collateral or any rights therein shall be subject to or threatened with any
judicial process, condemnation or forfeiture proceedings

9 9 The dissolution, merger consolidation or reorganization of any Obligor, if
such Obligor is a partnership or corporation

9 10 The death of tiny Obligor who is a natu'al person or if such Obligor is a
parlnp-st p the dea'n ot jny general pa"ner

9 '' A suostantial change, as determined by Bank in its sole judgment, in the
ownership, control or management of Obligor

9 12 The borrow ng o' any money by Debtor from any source other than Bank,
whether or not subo'dmate TO this Agreement or the Note(s) executed in
connection nerewith. without Bank's prior written consent

9 13 if. m Bank's sole reasonable judgement, the value of the Collateral so
substantially deteriorates or diminishes that Bank reasonably deems the
Obligations to be inadequately secured and Obligor, within two (2) days of
notice by Bank, neither (i) provides additional Collateral, nor(ii) reduces the
amount of the Obligations, which action, in either of such events, is
satisfactory to Bank.

10. BANK'S RIGHTS UPON DEFAULT
Upon or after the occurrence of any Event of Default, Bank may do any or all of the

following, all ol which rights and remedies shall be cumulative and any and all of
which may be exercised from time to time and as often as Bank shall deem necessary
or desirable1



101. Exercise any or all rights, privileges and remedies available to Bank under
this Agreement, the Note(s), and of a secured party under the UCC,
including those under any other applicable agreement with respect to any of
the Collateral then held for the Obligations, and to apply such monies and
the net proceeds of the Collateral to any of the Obligations then due Bank as
provided below

10.2 Require Debtor to assemble all or part of the Collateral as Bank may in its
sole discretion request or demand and make it available to Bank m a place to
be designated by Bank which is reasonably convenient to Bank and Debtor

103 Notify Debtor's lessees, renters and/or Account Debtors to make all
payments directly to Bank and to surrender, at the termination of any such
lease or rental agreement, the Inventory so leased or rented, or to pay the
sale option price, if any directly to Bank

104 Upon five (5) days' prior written notice to Debtor, which notice Obligors
acknowledge is sufficient, proper and commercially reasonable, sell, lease
or otherwise dispose of the Collateral, at any time and from time to time, in
whole or in part, at public or private sale, without advertisement or notice of
sale, all of which are hereby waived, and apply the proceeds of any such sale
(a) first, to the expenses of Bank in preparing the Collateral for sale, selling
and the like, including, without limitation, reasonable attorneys' fees and
expenses incurred by Bank (including fees and expenses of any litigation
incident to any of the foregomq), (b) second, to the complete satisfaction of
all of the Obligations together with all interest accrued thereon, and (c) then,
to pay any excess to Debtor Obligors hereby waive the benefit of any
marshalling statute or similar legal doctrine and agree that Bank may
exercise its rights against the Collateral and apply the proceeds thereof to
any of-the Obligations in any order which Bank, in its sole discretion, deems
appropriate

10 5. Declare the entire unpaid amount of such of the Obligations as are not then
due and payable to become immediately due and payable, without notice to
or demand on any Obligor

106 Cure any default in any reasonable manner and add the cost of any such
cure to the Obligations and accrue interest thereon at the rate then being
charged by Bank for loans and extensions of credit hereunder

10 7 Notwithstanding any outstanding commitment of Bank to Debtor to make
additional and further loans or advances to Debtor, declare any such
commitment null and void and of no force and effect, whatsoever

10 8 Retain all of Debtor's Books and Records
The waiver of any Event of Default or Bank's failure to exercise any right or remedy
hereunder shall not be deemed a waiver of any subsequent Event of Default or of the
right to exercise that or any other right or remedy available to Bank

11. MISCELLANEOUS
The rights, remedies and privileges of Bank under this Agreement shall mure to

the benefit of its endorsers, successors and assigns forever All representations,
warranties and agreements of Debtor contained in this Agreement are joint and
several if Debtor is more than one person, and shall bind Debtor's personal
representatives, heirs, successors and assigns and shall survive this Agreement If
any provision of this Agreement shall for any reason be held to be invalid or
unenforceable, such invalidity or unenforceability shall not effect any other provision
hereof but this Agreement shall be construed as if such invalid or unenforceable
provision had never been contained herein This Agreement has been delivered to
Bank in and shall be construed under the laws of the State of New Jersey

IN WITNESS WHEREOF, the parties have hereunto caused this Agreement to be duly executed and sealed as of the day and year first above written

PRINCETON BANK

BY
/ / (Name aoRJ Title)

Craig W. Harden, Assistant Vice Pres.
(Individual Debtor)

(SEAL)

(Individual Debtor)
(SEAL)

EASTERN RAILWAY SUPPLIES, INC.

(Name of Corporate or Partnership Debtor)
(SEAL)

ATTEST
(for corporate Debtors onlv^to be signed b/

Secretary or Assistant Secretary)

. .(AFFIX CORPORATE SEAL HERE )
'

By A
(Name anaVitle)

SEAL)

Sworn to before this 5th day
of September 1985.

..
THOMAS C. McEvOV •-•.

Notary Public. Stat*af <Nfetf*fak
No. 41-2614850 Queens -CoiMifcr

Certificate filed in County'
Commission Exolrea March 30, 188?
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PRINCETON BANK
,1-5 ,000.00

PROMISSORY NOTE

September 9, 19 85

FOR VALUE RECEIVED, the undersigned (each jointly and severally if more than one person and hereinafter referred to as
"Debtor") promises to pay to the order of PRINCETON BANK, 76 Nassau Street, Princeton, New Jersey 08542 (hereinafter
"Bank") at any of its banking offices, the Principal sum of

O n e hundred f i f t y thousand a n d no/100 x x x x x x x x x x x x x x x x x
Dollars

to be paid as follows:
Commencing on the 9th day of October, and continuing on the 9th day of each
month thereafter, principal is payable in 12 equal monthly installments of
$2,500; followed by 12 equal monthly installments of $3,000; followed by
24 equal monthly installments of $3,500. Interest from the date hereof shall
accrue on the unpaid principal balance hereof at the rate of 1-1/2% per
annum above the prime rate of interest being charged by the Bank from time to
time and shall be payable monthly as billed.

DISBURSEMENT OF PROCEEDS — Each Debtor hereby represents ana warrants ;„
Bank that the Principal ol Inis Note will bP used srve'y lor business, commercial 'jr
agricultural puipesos arcl agrees thji any Sisbjrsor ent ot The Pi "icipai r.1 this Note, o-
any portion 'hereof fo .inv one or -nrrp neb-tors snail be ro'iclisue y deemrcl to
constitute disbursement ol si.cn Principal T ;.nd to' ihc bone!: ol a<: DcntO'S

PREPAYMENTS — Ur less otnerw-se ao-'?<?3 to .n wrtirg tt Deb'or. It-, s N Jte ma/ be
prepaid in *hcle or iri pa" at any 'ime witno Jl penalty Howevor i' ine Pr.rc ual sun
due an this Ncte is -^payable in nst<tllrrpr.ls. any si.cn prepd^Tien-« o1 nnf ripsl shall
be ayp'^ed on account o' the lasi remaining Lipa o -r.ncipa: .ny-nur.' to become d^c
and the number ol 'nstallp-en'!, reminder shall be cor-pspyr'd'ng.y r^lucorJ but no
such prepayments of Frmc.pal shall reduce 'he arr>oi.nu> ol Ihe sched jlr>d instalments
nor re'ieve Dfiblo- lrc"i aayina a scheduled msta :men' tr eacn irsla'i^nnt caymnn*
date until the entire P' ncipaiarrount hereof tcg"the' win all n 'ere.l Ihcicon has boon
pa d in IL..I

SECURITY INTEREST — As secu'ity lor the p',;rrot .i,wmenl as anj when rtuc of a i
amounts dui1 urder !h.s Note, including •inv rprc*als extensions <tnd or mocrfic=ilions
thereof, together with all other cxisling anc ',i* jre 'lahilil os and oongations of Debtor
or uny of them, !o Bank v.nelher ab^o.jle of contingent ol any naKire wraisoeve1 and
ou! of whatever 'ransact'ons Z' sing 'here.nafle'r ro.inctive'y referred to as the
"L shinties i. in addi'rjn to any olhf" seci-"*v ayrnencn* or docurrent orartirg Bank
anv rights in any of Ot iqcr's ;' Osligor'. as jsod I ere. i shall me'J"!o DsBt ir ard all
ether persons l.ablc e ther absoli.viv f (.snfinaent!* ur II »• Liah.i ties ncludirg
endorsers, sureties and guaranto'sip'ocerty fo''hppu-p5<ie c'sf jrmgtl e Liabilities.
Oblignr hereby g'ails to Bark a In-r .ind sec.mly in'eres: in and tc all properly of
Ob! ozr, or any of then- which at j-j t.tit 3anv shall nj/p .n ts>possp:sion.o-*h.ich s
intranstloit ircijS'.n; * thr i1 -iila'"3rany onlincv^rs-iarer.".1 oi''i 'igtcCcligsr or
any of then, of any dppos't. agency fust, escrow 01 ;tnur a-cci-nt or accounts «.!h
Bank and any other anvji.'ilb>wh -h luy be "swing''on1 lint1 Io1i~ie by Sank '.•>Obi gor

or any c'inen SaiclierannsecL •> ir'prps:sn.ifl beirdependor.'clary 'igh'-'set-L'fl
which Bank may nave Such right o'f scl-of shall he deemed Icocc.iraPhetiiroBank
first restricts access of Obligor to property n Sark's paijess on. although sjchsel-c'l
may be entered jpon Barn ^ hooks ard records a' a j'er I me

RIGHT TO COMPLETE NOTE — B.̂ nk may at any tim>. an J f-om limp k Mnc withoo;
notice *o any Ot .gor HI date Itus Note aso'ir-eoate *h»ntff '-ar>ev danced hcrebv
wasmaJe, (2) complete any l.'ank spaces a.-cord.-igti it 'U-rtPsi.Bonvi'iicr-Bd11.*'!.!^
granted s jch 'oan anc (3; cause tn • s.qna'i-re .•»! one or mo'p persons 'o bp atftic as
add.ticnal Debtors wthsiit .n any way af'ccl ng or Imit ng il-e Icab ty o1 the exis'irg
Obliqors to Bank

EVENTS OF DEFAULT — Each ol the t.JU.*irg ^hall tc- an •£,.")) of Cefai .!'
hereunce' (H tne nonpayment when rt.jc. or i( this is a demand obliyat.on upor
demand, of any arr cunt pay able under this Nolp 3r o' an / niro jnt when di.c1 under or or
any ol Ihe Liabilities o- ne lailu-e o' ar / Ou iyor lo obierve o- perfoni «'iy aqreerr.tnt
of ar> nature whatsoever with Bank I21'.' any Obligor bP.comrs irsolvpn: or nakes an
ass'gnnent (01 Ihe be.nel t of creci'crs cr ' any petition is 'i od by or against an/
Ob'igo" unaer apy prcvis'on ol any i'ate or '»derai law or s:aiule a1 eQing fiat suoh
Obligor is insolvent or unable to pay debts as 'hey •nat.jrp or unce- any provision of the
Federal Bankruptcy A;l |3j thp erlry of in1, juagment against any Obl.gcr *nich
rerr.ams unsatisfied for fifteen ilfi) days |4i the issuing o* anv attachment, levy or
garnishment against any properly of any Obligor. (51 the occu-rencc ol any substantial
change in the financial condition ol any Obligor which in lh°sole. reasonable |i.dgnent
of Bank is materially adve'se (6) the dissolution, tie'ger, consolidation or
reorganization of any Obligor which is a cor c-jralion 01 rarinershig. without tne express
prior written consent of Bank (7) the death mcarcerat on or adjudication of legal
incompetence of any Obligor wno is a natural person. (8) if any information or
signature furnished to Bank by any Obligor at any time T connection with any of Ihe
Liabilities or in connec'ion with any guaranty o' surety agreement applicable to any of
the Liabilities, is false or incorrect or i9i the (allure of any Obligor to time> furnish to
Bank such financial ard other mformat.on as Bank may reasonab.y request or require

(INDIVIDUALS SIGN BELOW) Sworn to before this
5th Day .of September 1985-

"^- ^~ ~' ^. (SEAL)
Name

THOMAS C. McEVOY
Notary Pub'rc, State of .\ewiYork
Klrt A1_OR*Jfi£.'l fk.ionrto f*.rti.flK«

— Nane
COs
T Name

Certif ca:e -ilod in • County
Commission. Expires March So.

.. i'SEAL|

i SEAL)

BANK'S RIGHTS UPON DEFAULT — Notwithstai 'ling anything to :he cortra-y
cortairnj herein or elsewhere, or the lact thai Debtor may be reauired 10 make
Prm.-ical ana. or nterest payments from time lo lirrp I ;his Note -s payable upon
-Jema'iC Dan* mav demanc payment of a'l outstanding Principal and accrued interest at
any tirre In iiridilion, upon Ihe occurrence o' any Evpnl of Default Bank mav.

•li wftfialK me iratLM1/ of this Notr anc demand in-.mej.a'» oayment cf all
ou'b'ano ii'j "i ri'sal a-i^ accrjcfl nf-csl

• 2i O'prc se :s ngh« of se'-cf and all cf t'ip rghts privileges ano 'emedies 3f A
&ecurcu p^'iv urder the New Je'sevbnform C.jmmcrc'a'Code and a • o'i*s"ghtsanc
ren-edies •.inc"' any jecur'ty agreement plecgeacr<>e~ient mortgage power. IhisNote
or an, jtner note o* other agreemei' inal'u"i=rt or Gocjrrent issuec .n conncc'.or
with 01 dns ngo it o'any oltheL aoilii f-s aholwh chiemec esshall beri."n.ia:ive and
not al'e-nal vc TnenetprocPCCsofanyn la'era'huldoyBanliasbecu'i'y'cr.iny ^f Ihe
Liab.l Ties snail o° ap;.hed first to the e»DPnsus 3l Bann 'n preparing >h« co lale'al for
sale, sollirq jna tne like, mcl jding. witho'.it ' inita'ion reasinablp al'orney s fees and
o«pen.ies riCiirred Sy Bank 'incnicimg tees anc pxpenses cf any hligalion me den: to
any of Ihr toregomql. ana second in s-j;h order, as Bann may. in I's so'n discretion
elect, tc 'h.e corrplele sat stjc'ior o' nil o* thp L.jbililir-s togo-'ier with all interest
Ihereon Of ja' w^'V^s and releases nny ugh: "3 recuirp Fianl- '3 cclloc' any of the
-irth ties'o Bank f'om any othercclla'pralLridniary theory sf-n.irsna'lir.'jotHSsetsor
Dt'urA sc. indspecifica'lv a ill .iriz<>s Sink lo apmy any roll.ileral in which Cfchcor has
any r pht lit'eo' irtcres' againsl any c'Obl go-'i u^aoihiiesto 3ark mar, r-.anr.er that
Bani rray uete"nin.e

i3' upon f ive'Si Jays Arilten notice It D^Etoi bpgin iccrjing .nleresl. .nadditonto
Ine intoiesl provided 'cr ^Eo^e. it jry A' A 'd'e nut lo exceed five perc°r' Vj\- aer
annual on thour said Pnrc'sal balance providec ncwuver. 'h.it no irtere?* snjll acc'i.0
h€rounde' in e»;ess of the rra< muir ano'int of merest (I en allowed by li* Debtor
agrees to ray iucn av.:rued mlefpii jpon demand

MISCELLANEOUS — Deotor hereby «a.vos protest nc'iC" of proles' presentment,
dishono' notice of cishonoi and cJennd Debtor agrees to rei"-ouraH Bank *0f all
r.csts. irc'jomq court costs an1 reasonable dltornt/'s lees ncurred b> Bank .n
connefun with the collection and cnlo'cement heitol ln:eres" sha'i be ca cjla'ed
he'eunder loi Ihe actua' nu-^l-e' ot da/s that Ihe °nnccal is ou's'^ndmg aas'.-d on a
year ol three lunared Si«'y i3SO, days un'ess ol^e-wse spec *ipd II '.his Noli Sears
interest al a .-alp based on 'he Prim" -.ate charged by Bnnk Ircm t me 'o ti ne or 'he
Piiladelonia Federal Peserve Barn Discoi.nt fidte IP elfect from "me to "irrp <• harges in
Ihp -a't- i>l ipte'es* he-eon snail oecorre eMoctive on lh» days on *nich Sank anno~ .ces
changes in its Pnrrt. Ra'e O' the Fe-IO'ai Reserve 3anK ^nnojnce.. cnanges n i's
D'sco.jnt Hale, as acp'i'aDle Tre rights an.d privileges ot Bank i.nd<" "hii No'e shai'
ir jre fj :he hcnffit.' its sjcccbSO'S and assigns Ai. represr.r.tationb Aa-ranties and
ag'epnr-n'io'Obligor made m connect on *itl. this Note shai b -i jObi 30: s person*
representatives n?'rs. successo's and assigns If any provision ol-t-isNr'"b'iall for anv
redson be held lo ae invalid ar unenforct Jble. such invalidity or unenlorcpabih'y shaj

not affect anv :ther provision nerecf bjl this Note shall be construes as if such in.valic
or unen'orceabie provision hac never been contained herein The waiver of any Even! of
Delau" or the far jre of BanK to exe-cise any right or remedy lo which, it -nav fee ent Tied
snail not be deemed a waiver of any subset; lent Event o4 De'ault 01 3' Bar-K's 'igh* to
exercise that or any other right or 'emedy to wh ch Bank is entitled This Note h.ds neen.
del.vered to and accepted by Bank 'n and shall be governed by Ihe ijASoltneS'atecf
New Jersey The parties agree lo the |urisdiclion of Ihe 'ederal and s'ate <.ojrt<i located
in-tJew Jersey in connection with any matter arising hereinccr. .nc'uc'ng the col'ecticn
an.d erio-cement nereof The Addil oial Previsions if any. on the reverse S'df hereof,
are hereby made a part hereof and are incorporated here.n as though set lo>tki in Ij I in
this and succeeding paragraphs

Debtor has duly executed this Note the day and yea7 first above wn'ten and Mas
hereunto set Debtor s hand and seal

(CORPORATIONS OR PARTNERSHIPS SIGN BELOW)

Eastern Railway Supplies;; Inc.
- - . - „_ — i i i * (StALJ

x\. • o
idtjg.. ,£CAi<a (SEAL)

(SEAL)


